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(b) Distributable net income for the pur-
pose of determining the character of the dis-
tribution to A is $30,000 (the charitable con-
tributions deduction, for this purpose, being 
taken into account only to the extent of 
$20,000, the difference between the income of 
the trust for the taxable year, $50,000, and 
the amount required to be distributed cur-
rently, $30,000). 

(c) The charitable contributions deduction 
taken into account, $20,000, is allocated pro-
portionately to the items of income of the 
trust, $16,000 to taxable interest and $4,000 to 
tax-exempt income. 

(d) Under section 662(a)(1), the amount of 
income required to be distributed currently 
to A is $30,000, which consists of the balance 
of these items, $24,000 of taxable interest and 
$6,000 of tax-exempt income. 

(e) In determining the amount to be in-
cluded in the gross income of B under section 
662 for the taxable year, however, the entire 
charitable contributions deduction is taken 
into account, with the result that there is no 
distributable net income and therefore no 
amount to be included in gross income. 

(f) See subpart D (section 665 and fol-
lowing), part I, subchapter J, chapter 1 of the 
Code for application of the throwback provi-
sions to the distribution made to B. 

Example 2. The net income of a trust is pay-
able to A for life, with the remainder to a 
charitable organization. Under the terms of 
the trust instrument and local law capital 
gains are added to corpus. During the tax-
able year the trust receives dividends of 
$10,000 and realized a long-term capital gain 
of $10,000, for which a long-term capital gain 
deduction of $5,000 is allowed under section 
1202. Since under the trust instrument and 
local law the capital gains are allocated to 
the charitable organization, and since the 
capital gain deduction is directly attrib-
utable to the capital gain, the charitable 
contributions deduction and the capital gain 
deduction are both allocable to the capital 
gain, and dividends in the amount of $10,000 
are allocable to A. 

§ 1.662(c)–1 Different taxable years. 
If a beneficiary has a different tax-

able year (as defined in section 441 or 
442) from the taxable year of an estate 
or trust, the amount he is required to 
include in gross income in accordance 
with section 662 (a) and (b) is based 
upon the distributable net income of 
the estate or trust and the amounts 
properly paid, credited, or required to 
be distributed to the beneficiary for 
any taxable year or years of the estate 
or trust ending with or within his tax-
able year. This rule applies as to so- 
called short taxable years as well as 
taxable years of normal duration. In-

come of an estate or trust for its tax-
able year or years is determined in ac-
cordance with its method of accounting 
and without regard to that of the bene-
ficiary. 

§ 1.662(c)–2 Death of individual bene-
ficiary. 

If an amount specified in section 
662(a) (1) or (2) is paid, credited, or re-
quired to be distributed by an estate or 
trust for a taxable year which does not 
end with or within the last taxable 
year of a beneficiary (because of the 
beneficiary’s death), the extent to 
which the amount is included in the 
gross income of the beneficiary for his 
last taxable year or in the gross in-
come of his estate is determined by the 
computations under section 662 for the 
taxable year of the estate or trust in 
which his last taxable year ends. Thus, 
the distributable net income and the 
amounts paid, credited, or required to 
be distributed for the taxable year of 
the estate or trust, determine the ex-
tent to which the amounts paid, cred-
ited, or required to be distributed to 
the beneficiary are included in his 
gross income for his last taxable year 
or in the gross income of his estate. 
(Section 662(c) does not apply to such 
amounts.) The gross income for the 
last taxable year of a beneficiary on 
the cash basis includes only income ac-
tually distributed to the beneficiary 
before his death. Income required to be 
distributed, but in fact distributed to 
his estate, is included in the gross in-
come of the estate as income in respect 
of a decedent under section 691. See 
paragraph (e) of § 1.663(c)–3 with respect 
to separate share treatment for the pe-
riods before and after the death of a 
trust’s beneficiary. 

§ 1.662(c)–3 Termination of existence 
of other beneficiaries. 

If the existence of a beneficiary 
which is not an individual terminates, 
the amount to be included under sec-
tion 662(a) in its gross income for the 
last taxable year is computed with ref-
erence to §§ 1.662(c)–1 and 1.662(c)–2 as if 
the beneficiary were a deceased indi-
vidual, except that income required to 
be distributed prior to the termination 
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